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ABSTRACT 
 
The world population is ageing, and this is also relevant to South Africa.  At the 
same time the potential support ratio (the number of persons aged 15 to 64 years 
per one older person aged 65 years or older) is falling, and the dependency 
burden on potential workers increases.  To alleviate the financial burden on the 
aged, and their families, it has become necessary to develop a financial plan to 
cover the cost of frail care. 
 
The overall purpose of this research is to determine whether any financial plans 
exist which are relevant.  If nothing existed, a plan had to be developed. 
 
The research methodology for this study comprised the following steps: 
 
Firstly, the demographics of the world and South Africa were researched.  The 
concept of frail (long-term) care in the United States of America and New 
Zealand was investigated to determine what is available. The subsidisation 
concept of the South African Government towards caring for the elderly was also 
investigated. 
 
Secondly, a questionnaire was sent to the residents of five retirement complexes 
in George to determine their interest in such a plan.  The records of the frail care 
unit that these residents utilise were analysed to determine the number of 
residents needing frail care.  A comparative study of the cost of frail care in the 
Southern Cape was undertaken. 
 
Thirdly, two options to partly subsidise the cost of frail care were examined, 
where the first option covers the running cost, and the second option, subsidising 
one third of the frail care cost,  builds up a sustainable fund after the first five year 
period.  The funds of the second option can then be utilised in the subsequent 
years to increase the subsidisation portion of frail care cost. 
 
 v 
The final step of this study entailed the formulation of recommendations to 
implement the frail care nursing levy as soon as possible, with special attention 
given to the following: 
 
a) It must be compulsory for new residents to join the fund. 
 
b) A yearly capital amount of R100 000 or more is needed to sustain the fund. 
 
c) A contract must be drafted to set out all the rules and regulations to the 
residents. 
 
d) An attitude change amongst some residents is required.  Individuals must 
realise that the success of this plan depends upon themselves and with the 
necessary support could make a significant contribution towards their own 
peace of mind if and when frail care is needed. 
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CHAPTER 1 
 
PROBLEM STATEMENT AND DEFINITION OF CONCEPTS 
 
1.1 INTRODUCTION 
 
The George Service Clubs Utility Company, a section 21 company, was 
established in 1971.   It is a retirement village comprising RLR, established in 
1980, Murray House, established in 1986 and Rendezvous Cottages established 
in 1991.  The nursing staff employed by the George Service Clubs Utility 
Company provides the daily nursing care for the residents of Murray House, 
Rendezvous Cottages and the RLR as well as Bishopslea Village and 
Presbyterian Cottages, two retirement villages in close proximity to one another. 
 
The aim of the research is to develop a financial plan to cover the cost, if any, of 
the residents needing frail care.  With the ever rising cost of nursing care and the 
decreasing income of the residents, many residents are concerned that they will 
not be able to afford frail care, as they are getting older and need more care. 
 
1.2 MAIN PROBLEM STATEMENT 
 
The life expectancy in developed countries has increased from 45 years at the 
beginning of the twentieth century to almost 80 years in the 1980s.  In 1996 
seven per cent of the South African population were over 60 years of age – the 
proportions of Asian, black, coloured and white people over 60 years of age was 
6.5 per cent, 6.1 per cent, 5.8 per cent and 14.2 per cent, respectively.  The main 
reasons for this are improvements in standards of living, nutrition and education 
accompanied by declining fertility and major advances in medicine (Benatar, 
2000: 820). 
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The number of persons aged 60 years or older is estimated to be 2.6 million in 
2002 and is projected to grow to almost 6.5 million by 2050.  The 60 years and 
older group will grow from six per cent in 2002 to 14 per cent in 2050 (United 
Nations, 2002). 
 
Life expectancy tables are built on past results and cannot predict what medical 
advances or other health-related concerns might occur that could extend 
longevity even further.  People should therefore plan to live longer than they 
anticipate.  Of special importance is planning for the “black cloud” of huge 
medical and nursing care costs which increase as they live longer (Stein, 
undated: 2). 
 
Although for some people longevity is associated with relatively good health and 
only a short period of morbidity at the end of their lives, for others there are long 
periods of dependency and costly medical interventions. This can have 
devastating financial effects on themselves and their families.  Therefore the cost 
containment of medical care has become a major issue in almost all countries 
(Benatar, 2000: 821). 
 
Intergenerational relationships and responsibilities are changing.  The previous 
norm was that the parents expected loyalty and care in old age.  The shift is 
towards greater resentment for responsibilities towards parents and expectations 
that these responsibilities should be met to a greater extent by the elderly 
themselves or by society (Benatar, 2000: 821).   
 
Long-term care (frail care) costs are very expensive.    As the average frail care 
stay is 2.5 years, it can impoverish the healthy spouse of even comfortable 
middle-class families.  Medical aids pay for step-down care but not for frail care 
requirements.  Without proper financial planning, illness will derail the economic 
futures of many families (Miller, 2000: 2). 
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The baby boom generation is more than twice as large as today’s elderly 
generation.  They have higher tertiary education than any previous generation 
and most of them are two-income couples.   By 2008 the oldest of the baby boom 
generation will reach the age of 62.  Projections are that this generation will live 
longer than their parents.  Long-term financial planning will protect them against 
increased living expenses and the cost of frail care late in life (Korczyk, 2001: 
11). 
 
The following problem will be addressed by this research: 
 
Can a financial plan be developed to cover the increasing cost of frail care 
in South African retirement villages? 
 
1.3 STATEMENT OF SUB-PROBLEMS 
 
In order to develop a research strategy to deal with and solve the main problem, 
the following sub-problems have been identified: 
 
a) Will residents be able to afford to put aside an additional monthly amount 
towards frail care cost insurance? 
b) Is it possible for retirement villages to control spiralling costs of frail care? 
c) Can frail care be sustained over the long-term? 
 
1.4  DEMARCATION OF THE RESEARCH 
 
The research was narrowed down to the immediate area surrounding George 
and only for people in need of frail care (Level IV nursing care).  The nursing 
sister of the George Service Clubs Utility Co spent one year in New Zealand on a 
working holiday and this country was included to compare to the situation there 
with that in South Africa.  The research was demarcated as follows: 
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a) Modern retirement villages along the Garden Route from Mossel Bay to 
Plettenberg Bay. 
b) Retirement villages in New Zealand. 
c) Nursing costs for residents in need of Level IV nursing care. 
 
1.5 DEFINITION OF SELECTED CONCEPTS 
 
1.5.1 Frail care 
 
A frail person is defined as a person 60 years or older that is not able, due to 
physical or mental disabilities to care for his person or his affairs, but does not 
need continuous care by a doctor or a trained person (Aged Persons Act, 1967, 
Act no 81 or 1967). 
 
1.5.2 Levels of needs 
 
Level I:   An independent person in need of socialisation and community 
involvement.  Participation is preventative, promoting and 
sustaining independence. 
Level II: In need of minimal supportive services to maintain independence in 
spite of possible physical problems. 
Level III: In need of moderate assistance 30-60 per cent of the time, 
including health assessment and monitoring, therapeutic services, 
services at maintenance level or moderate assistance with activities 
for daily living (ADLs). 
Level IV: In need of maximum assistance, needing total care or admission to 
a frail care facility. 
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1.5.3 Baby boom generation 
 
People born between 1946 and 1964 (after the Second World War until the 
development of the contraception pill) (Korczyk, 2001: 116). 
 
1.5.4 Retirement villages 
 
Institutions that do not receive a Government subsidy for housing but could 
receive a subsidy for services provided at a registered Service Centre.      
                                                                                                                             
1.6  KEY ASSUMPTIONS 
 
a)  Most residents do not have sufficient funds to pay for Level IV nursing care. 
b) The Government subsidy to Service Centres will decline. 
c) An increase in residents requiring frail care due to the increase in life 
expectancy. 
d) The American need for long-term frail care insurance is applicable to South 
Africa. 
 
1.7 OBJECTIVES OF THE RESEARCH 
 
The overall purpose of the research was to identify the need for the introduction 
of a nursing frail care levy at the George Service Clubs Utility Company but more 
specifically this research was to: 
a) Identify the need of a nursing frail care levy. 
b) Determine if there is a need for a frail care nursing fund amongst the 
residents of the complexes receiving nursing care from the abovementioned 
company. 
c) Develop a financial plan to be able to partly cover the cost of frail care (long-
term care). 
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1.8  THE SIGNIFICANCE OF THE RESEARCH 
 
Improvements in standards of living, nutrition and education, accompanied by 
declining fertility and major advances in medicine have increased the life 
expectancy in developed countries from an average age of 45 years at the 
beginning of this century to almost 80 years in the 1980s (Benatar, 2000: 820). 
 
Considerations of cost and cost containment in medical care have become major 
issues in almost all countries.   Society and the medical profession have 
responded in a variety of ways, including “dumping” the poor, blaming the victim, 
setting age limits beyond which some forms of medical therapy should not be 
considered and even considering killing the dying! (Benatar, 2000: 821). 
  
The Government introduced a Policy on Ageing during 1995.   This aimed to shift 
the focus from residential care to community based services acknowledge the 
roles and contributions of the elderly to society, develop legislation to protect the 
elderly and address the inequities of the past.  Although the concept was good, 
the execution was disastrous.  Within five years this resulted in the sharp decline 
in occupied beds in frail care homes from 50 000 to 26 000.  Unfortunately this 
saving was not passed on to fund community based care and resulted in homes 
for the aged struggling to survive. Subsidies were not increased and capital 
funding for housing for the aged had been suspended resulting in a growing 
number of older persons being homeless or forced to remain with people who 
exploit them.   Policy 2000 on the Status of Older Persons in South Africa will 
hopefully have a greater impact on the lives of those in need of care and support 
as it will attempt to integrate residential and community care into a single care 
and support model (Eckley, 2000: 4).   
 
The purchasing of long-term frail care insurance is an option that will pay for 
custodial care (Level 1 to Level IV) after a specified waiting period. A person’s 
inability without assistance to perform two or three activities of daily living from a 
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specified list (usually bathing, transferring, maintaining continence, feeding, 
dressing, using the bathroom and taking medications) will result in a claim 
against the policy (Miller, 2000: 40). 
 
Three retirement villages in George, namely George Service Clubs Utility 
Company, Bishopslea Village and Presbyterian Cottages are in close proximity of 
one another.  They have 200 residents and the nursing staff employed by the 
George Service Clubs provides their daily nursing services. Lyttleton Frail and 
Hospicare Centre (Level IV) provides frail care when needed.  The average age 
of the residents from the three complexes are over 80 years of age and the need 
for a proper frail care fund has become a worrying reality.  
 
Lyttelton Frail and Hospicare Centre records will be analysed starting January 
1999 to indicate how many residents of the three complexes needed frail care 
and for how long.  A financial plan will be developed using these statistics.  
 
1.9  RESEARCH DESIGN 
 
In order to develop and define a practical solution to the stated main and sub-
problems, the following research procedure was followed: 
 
1.9.1 Literature survey 
 
a) Magazine articles on the long-term nursing care.  
b) The Government’s subsidy system for frail care. 
c) The 1996 census to determine how many people over 65 are living in the 
demarcated area of the Southern Cape.  The census will also show the 
growth in the retirement sector for the different age and population groups.  
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1.9.2 Empirical study 
 
a) Questionnaires were sent to all the residents of the George Service Clubs     
Utility Company, Bishopslea Village and Presbyterian Cottages in George to 
determine if they have sufficient funds to pay for frail care at Lyttleton Frail 
and Hospicare Centre.    
b) Telephonic interviews were conducted with the frail care units in the Southern 
Cape to determine what the fee structure of their frail care units were and how 
they finance frail care costs for residents of their retirement villages who have 
insufficient funds to pay their fees. 
 
1.9.3 Development of a financial plan to cover the cost of frail care 
 
The results of the literature survey and the empirical survey were used to 
develop a financial plan for the frail care in a retirement village in South Africa.  
This research is relevant to the future care of the residents of the retirement 
complexes using the nursing facilities of the George Service Clubs Utility 
Company where the researcher is currently employed. 
 
1.10 SUMMARY 
 
The aim of this chapter was to present the main problem to be addressed and to 
outline how the research can be employed to solve this problem.  Key concepts 
have been defined and the objectives and significance of the research have been 
stated.  Lastly, the research procedure to be followed was elaborated on in the 
compilation of the research design. 
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CHAPTER 2 
 
 DEMOGRAPHICS OF THE AGED AND FRAIL (LONG-TERM) CARE 
 
2.1  INTRODUCTION 
Health Economics analyses the allocation of resources to and within the health 
economy as well as who has the right to these resources.  The demographics of 
the world indicate that the population is ageing whilst at the same time the 
economically active population (16 – 65 years) is decreasing.  This same 
scenario applies in the United States of America and in South Africa.  The 
statistics of the town of George shows a sharp increase of the elderly. The 
ageing generation will put more pressure on the economy as they require more 
frail (long-term) care.  An option is to introduce a long-term care insurance 
scheme to cover the cost of caring for them.  Literature about the long-term care 
that is available in the United States of America and New Zealand is discussed. 
 
2.2  ACCESS TO HEALTH CARE 
 
A basic right, the right to life, implies freedom to select and pursue those values 
considered necessary to sustain one’s own life.  The right to be free to take a 
particular action (eg. to pursue health care) is not a right to a particular value 
itself (eg. to health).  The term ‘right’ has, however, gradually acquired the 
meaning of a right to the value itself, e.g. a right to health and this has occurred 
because consideration of beneficence and justice do create an obligation for 
society to provide at least a minimum of health care (Benatar, 2000: 821). 
 
The important implication from an ageing society stems directly from the 
underlying biological phenomenon of ageing: as we get older, our health stock 
deteriorates faster and we use more medical care (Phelps, 1998: 44).  The 
following contribute to this phenomenon: 
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a) The elderly form a growing proportion of the total population.  In addition, 
the elderly live longer with average life expectancy increasing by several 
years during the past three decades. 
b) The elderly has purchased private supplemental health insurance plans 
since 1965 with the advent of Medicare and this insurance has provided 
the elderly with increased purchasing power in health care markets. 
c) Technical change has made a particularly large impact on the health care 
received by the elderly.  A considerable number of surgical procedures 
that did not exist in 1950 (but are common now) primarily benefit elderly 
persons.  These new procedures include hip, knee, and other joint 
replacements; cataract removal and lens transplants, a wide array of 
cardiac surgery including coronary by-passes, and even heart transplants; 
liver transplants, and many other such procedures.  The proliferation of 
specialised intensive care units in hospitals also serves the elderly 
(Phelps, 1998: 57).  
 
2.3  COST CALCULATION OF HEALTH CARE PROVISION 
 
Health Economics is the study of the allocation of resources to and within the 
health economy (Folland, Goodman and Stano, 1997: 9). This discipline is used 
as an aid to the management of health services.   
 
Cost-of-illness studies are dedicated to calculating the burden to society of 
particular problems and are also known as burden-of-illness studies.  The aim of 
cost-of-illness studies is to itemise, value and assess the costs of a particular 
problem with the aim of giving an idea of its economic burden.  These studies 
can help to focus attention on health costs and assist the decision-making 
process (Jefferson, Demicheli and Mugford, 1996: 17). 
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The disadvantages of these studies are that only the cost of resources are taken 
into account and not of the utility gain of reducing the illness.  Another 
disadvantage is that these do not compare alternative uses of resources and 
therefore do not adequately measure opportunity costs.  The method used in 
cost-of-illness studies is to firstly identify all cases of the illness in question.  Then 
the costs generated by all these cases are identified.  A sample of cases is 
costed and the results are extrapolated to the population of cases (Jefferson et 
al, 1996: 18). 
 
The alternative manner of assessing costs of illness could be the “willingness to 
pay” approach, which measures the burden of a disease by measuring what 
society would be prepared to pay in order to avoid that disease or problem 
(Jefferson et al, 1996: 18). 
 
Considerations of cost and cost containment in medical care have become major 
issues in almost all countries.  The rapid growth in numbers and in percentage of 
elderly patients in developed societies, their increasing longevity and the 
application of costly technology to investigating and treating far-advanced and 
often incurable diseases have given rise to growing concern about how 
resources are allocated, the way in which they ought to be allocated and on the 
implications of such decisions for medical practice and society.  How much of the 
gross domestic product should be spent on health?  Who makes this decision 
and by what process?  How much of the health budget should be allocated to 
prevention, to curative medicine, to rehabilitation, to health education and to 
research?  No society can easily meet all the health needs and desires of its 
citizens.  This is because the world is characterised by scarce resources and 
resources must be allocated in a way that will satisfy human needs and wants. 
There is therefore a growing interest in cost-benefit analyses in medicine.  As a 
result decisions regarding resource allocation, previously taken covertly without 
public accountability, should now be taken more explicitly and more 
systematically in the hope that this will lead to fairer distribution.  These decisions 
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are best taken on the basis of good evidence at the policy-making level so that 
both doctor and patient can be protected from the wide-ranging adverse effects 
of ad hoc, inconsistent and often unjustifiable economic decisions at the bedside.  
The problem with cost-benefit analyses is that it is a complex task with 
methodological limitations, e.g. identifying real short- and long-term costs and 
evaluating what will be accepted as benefits of any proposed form of health care.  
To decide how much is worth spending to save a human life, to determine who 
should pay the cost, who should receive the benefits and how these should be 
balanced all remain deeply contested issues (Benatar, 2000: 821). 
 
 
2.4  DEMOGRAPHICS AND HEALTH CARE PROVISION 
 
Population statistics as calculated by the United Nations indicate that the world 
population is growing older and this is also relevant to South Africa (United 
Nations, 2002). 
 
2.4.1 World-wide 
 
The number of persons aged 60 years or older is estimated to be 629 million in 
2002 and is projected to grow to almost 2 billion by 2050, at which time the 
population of older persons will be larger than the population of children (0-14 
years) for the first time in human history (United Nations, 2002). 
 
The majority of the world’s older persons reside in Asia (54 per cent), while 
Europe has the next largest share (24 per cent).  One of every 10 persons is now 
aged 60 years or older; by 2050 the United Nations projects that one person out 
of every five and, by 2150, one out of every three will be aged 60 years or older. 
The percentage of older persons is currently much higher in the more developed 
than in the less developed regions but the pace of ageing in developing countries 
is more rapid and their transition from a young to an older age structure will be 
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more compressed in time.  The older population is itself ageing.  Currently, the 
oldest old (80 years or older) make up 12 per cent of the population aged 60 
years or older.  The oldest old is the fastest-growing segment of the older 
population and, by 2050, 19 per cent of the older population will be aged 80 
years or older.  The number of centenarians (aged 100 years or older) is 
projected to increase 15-fold, from approximately 210 000 in 2002 to 3.2 million 
people by  2050 (United Nations). 
 
The world has experienced dramatic improvement in longevity.  Life expectancy 
at birth has climbed about 20 years since 1950, to its current level of 66 years 
(United Nations, 2002). 
 
Of those surviving to age 60, men can expect to live another 17 years and 
women an additional 20 years.  However, there are still large differences in 
mortality levels between countries.  In the least developed countries men 
reaching age 60 can expect only 15 more years of life and women 16 years while 
in the more developed regions life expectancy at age 60 is 18 years for men and 
23 years for women (United Nations, 2002). 
 
The majority of older persons are women.  Females have a greater life 
expectancy than males and in 2002 there were 81 men for every 100 women.  
Among the oldest old, there are only 53 men for every 100 women.  The ratio of 
men to women at older ages is lower in the more developed regions (71 men per 
100 women) than in the less developed regions (88 men per 100 women), since 
there are large differences in life expectancy between the sexes in the more 
developed region (United Nations, 2002). 
 
The potential support ratio, or PSR (the number of persons aged 15 to 64 years 
per one older person aged 65 years or older), indicates the dependency burden 
on potential workers.  The impact of demographic ageing is visible in the PSR, 
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which has fallen and will continue to fall.  Between 1950 and 2002, the PSR fell 
from 12 to 9 people in the working ages per each person aged 65 years or older.  
By mid-century, the PSR is projected to fall to 4 working-age persons for each 
person aged 65 years or older.  PSRs have important implications for social 
security schemes, particularly traditional systems, in which current workers pay 
for the benefits of current retirees (United Nations, 2002). 
 
In more developed regions, men become eligible for full pension benefits at age 
65 or older in more than one half of countries while the most common standard 
retirement age for women is between 55 and 59 years.  The standard retirement 
age in less developed regions is often lower than in more developed regions, 
most commonly between 60 and 64 years for men.  For women, the standard 
retirement age is 64 years or lower in less developed countries.  The differential 
between more and less developed regions probably reflects differences in life 
expectancy which is lower in less developed regions (United Nations, 2002).  
 
Countries with high per capita incomes tend to have lower participation rates of 
older workers.  In more developed regions, 21 per cent of men aged 60 years or 
older are economically active, compared with 50 per cent of men in less 
developed regions.  In more developed regions, 10 per cent of older women are 
economically active, compared with 19 per cent in less developed regions.  Older 
persons participate to a greater extent in labour markets in less developed 
regions, largely owing to the limited coverage of retirement schemes and the 
relatively small incomes when provided (United Nations, 2002). 
 
An increasing number and proportion of persons surviving into the advanced 
stages of life is as a result of the control of perinatal and infant mortality, a 
decline in birth rates, improvements in nutrition, improved basic healthcare and 
the control of many infectious diseases.  In 1950 there were approximately 200 
million persons 60 years and over throughout the world.  By 1975 this number 
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increased to 350 million and in 2000 to 590 million.  The projection for 2025 is 
1100 million.  This indicates an increase of 224 per cent since 1975 where the 
world’s population is expected to increase from 4.1 billion to 8.2 billion, an 
increase of 102 per cent.  In 23 years from now, the aged would constitute 13.7 
per cent of the world’s population (United Nations, 2002). 
 
 
2.4.2 South Africa 
 
Haldenwang (1999: 9) did population projections of the South African population 
for the period 1996 – 2031 using the 1996 census as a starting point.  In Table 
2.1 the high population projections did not incorporate the impact of HIV/AIDS, 
and therefore the life expectancy at birth increased throughout the projection 
period; the fertility rate declined steadily and a high degree of in-migration (200 
000 per annum) is assumed.  Table 2.2 shows the low population projections that 
incorporated the impact of the HIV/AIDS epidemic from 1996 onwards; fertility 
rates of black and coloured women declined more rapidly than in the high 
projections; and a low degree of in-migration (100 000 per annum) is assumed. 
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Table 2.1 Assumptions with regard to life expectancy at birth according to population group, 
                1996-2031 – High population projections 
 
Race 1996-2001 2006-2011 2016-2021 2026-2031 
Asians 70.20 72.80 75.60 77.70 
Blacks/African 64.50 67.10 69.60 72.15 
Coloureds 64.40 68.20 72.00 74.70 
Whites 73.60 75.00 76.30 77.70 
Total 65.60 68.10 70.50 73.30 
 
Source:  Haldenwang, B.B. 1999.  High, Medium and Low Projections of the South African 
Population, 1996-2036, p 15. 
 
 
Table 2.2 Assumptions with regard to life expectancy at birth according to population group,   
                1996-2031 – Low population projections 
 
Race 1996-2001 2006-2001 2016-2021 2026-2031 
Asians 70.20 72.80 75.60 77.70 
Blacks/African 54.70 44.70 49.20 53.20 
Coloureds 59.60 56.00 60.65 64.00 
Whites 73.60 75.00 76.30 77.70 
Total population 65.60 68.10 70.50 73.30 
 
Source:  Haldenwang, B.B. 1999.  High, Medium and Low Projections of the South African 
Population, 1996-2036, p 155.
 
 
 
 
Haldenwang (1999: 80, 220) projects that HIV/AIDS and migration would not 
severely affect the Asian and white populations and the biggest impact would be 
on the blacks/African population. 
 
In Table 2.3 the projections according the age distribution indicates that the 65+ 
age group will increase from 4.83 per cent in 1996 to 8.27 per cent of the total 
population by 2031 using the high estimate.  The low estimate shows a decline 
between 2001 and 2021 due to the impact of HIV/AIDS and then increases again 
to 8.28 per cent of the total population by 2031.  
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Table 2.3  Age-specific projections of the percentage distribution of the South African population 
within three cohorts, 1996-2031 - High and low estimate. 
 
High estimate 
 
Cohort 1996 2001 2006 2011 2016 2021 2026 2031 
0-14 34.33 32.85 31.99 31.75 29.45 27.09 24.93 22.89 
15-64 60.84 62.55 63.46 63.61 65.41 66.96 68.02 68.84 
65+ 4.83 4.60 4.55 4.64 5.13 5.95 7.05 8.27 
 
Low estimate 
 
0-14 34.33 32.46 30.27 28.44 25.17 22.71 20.63 18.50 
15-62 60.84 62.99 65.32 67.09 69.85 71.46 72.37 73.22 
65+ 4.83 4.55 4.41 4.47 4.97 5.83 7.00 8.28 
 
Source:  Haldenwang, B.B. 1999. High, Medium and Low Projections of the South African 
Population, 1996-2036, p35 & 175. 
 
In Table 2.4, the growth of the 65+ white population group shows an increase 
from 10.40 per cent to 20.67 of the population.  The group that shows the 
sharpest decline is the age group 0-14 years of age. According to the 1996 
census 21.40 per cent of the population were 14 years and younger.  It is 
projected that this age-group will decline and only form 14.06 per cent of the 
population by 2031 (Statistics South Africa: 2001). 
 
Table 2.4 Age-specific projections of the percentage distribution of the South African white  
                population within three cohorts, 1996-2031 - High and low estimate. 
 
Cohort 1996 2001 2006 2011 2016 2021 2026 2031 
0-14 21.40 19.41 18.23 17.62 16.42 15.38 14.63 14.06 
15-64 68.19 69.79 70.14 69.43 68.85 67.95 66.52 65.27 
65+ 10.40 10.80 11.63 12.94 14.72 16.67 18.85 20.67 
 
Source:  Haldenwang, B.B. 1999.  High, Medium and Low Projections of the South African 
Population, 1996-2046, p80 & 220. 
 
According to the United Nations (2002), in the South African population the 
number of persons aged 60 years or older is estimated to be 2.6 million in 2002 
and is projected to grow to almost 6.5 million by 2050.  The 60 years and older 
group will grow from six per cent in 2002 to 14 per cent in 2050 and the 80 years 
and older group from eight per cent in 2002 to 19 per cent in 2050 (United 
Nations, 2002). 
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Sixty six per cent men per 100 women are 60 years or older and 35 per cent of 
men per 100 women are 80 years or older.    The potential support ratio will drop 
from 17 in 2002 to seven in 2050.  The statutory retirement age in South Africa is 
65 for men and 60 for women (United Nations, 2002). 
 
Life expectancy at age 60 (2000 – 2005) is 13 years for men and 18 years for 
women.  The dependency burden on potential workers will thus increase as there 
will only be seven working-age persons for each person aged 65 years or older 
(United Nations, 2002).  
 
2.4.3 George 
 
The George magisterial district forms part of the Western Cape Province, one of 
the nine South African provinces.  The Southern Cape region is one of the eight 
regions of the Western Cape Province.  In 1996 the Western Cape Province 
accounted for almost 10 per cent to the population of 41 million in South Africa, 
and the Southern Cape accounted for approximately 268 000 or 6.8 per cent of 
the population of the Western Cape Province of almost four million people 
(George Development Consortium, 1999: 10). In 1996, George, with a population 
of 113 000 was the second largest town in the Western Cape Province following 
after Paarl (161 000).  George dominates the Southern Cape region.  While 
population growth rates have decreased for South Africa as a whole since 1991, 
the Western Cape Province experienced an increase in population growth rates 
for the period 1991 to 1996 (George Development Consortium, 1999: 11). 
George, unlike the other growth regions on the eastern coastal strip of the 
Western Cape, experienced above-average population growth rates since the 
1980s as can be seen in Table 2.5.  It was also the only major town in the South 
Cape to experience increased population growth rates from 1991 to 1996 
(George Development Consortium, 1999: 12). 
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Table 2.5 Population growth rates per region, 1980-1996 
 
Average annual growth rates (per cent) Regions/Sub-regions 
1980-1991 1991-1996 1980-1996 
Total South Africa 2.3 1.4 2.0 
Total Western Cape 2.4 3.0 2.1 
South Cape:  George 4.0 3.4 3.8 
Source:  George Development Consortium. 1999. Greater George: Development Profile. Draft 
document for discussion.  Second concept.  George:  George Municipality: 12.          
 
The Western Cape Province has the second highest per capita income levels of 
the Provinces after Gauteng (Statistics South Africa, 1996).  Within the Western 
Cape however the Southern Cape recorded the lowest per capita income levels – 
more than 20 per cent lower than the national average.  The Southern Cape 
towns on average made larger contributions to population than to output.  
George specifically is only the fifth largest town in the Western Cape Province in 
terms of output as opposed to the second largest town in terms of population.  
George could be considered as one of the “richer” Southern Cape towns and this 
makes the town relatively attractive for in-migration and could explain the high 
population growth rates of George relative to other towns in the vicinity since the 
1980s (George Development Consortium, 1999: 14-15).          
 
The national age distribution of the white population indicates that 10.0 per cent 
are in the age group 65+, the “retirement age”.  In the George area, this age 
group comprises 14.1 per cent of the population.  This could be attributed to 
pensioners from other areas settling in George after retirement (George 
Development Consortium, 1999: 20). 
 
There are 14 retirement villages in George, of which four are funded by the 
Government, two by the Dutch Reformed Church, one by the Anglican Church, 
one by the Presbyterian Church and six are privately funded (George 
Development Consortium, 1999: 69). 
 
The world-wide growth in the 65+ age group is relevant to the town of George, 
but with its low per capita income groups, the retirement villages have many 
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people in the middle to low income bracket.  The ever rising cost of frail care has 
made it necessary to find alternative sources of subsidise the income of the aged 
as many residents cannot afford frail care.   
 
2.5  FRAIL (LONG-TERM) CARE   
 
The search for effective long-term care policies is one of the most pressing 
challenges facing modern society.  There is no single converging paradigm and 
countries are experimenting with a number of different approaches.  There is a 
need for a focused effort to summarise the planning of long-term care policies so 
that all countries can plan and implement appropriate services as an integral part 
of their health and social systems.  The next two decades will see dramatic 
changes in the health needs of the world’s populations with non-communicable 
diseases, mental illness and injuries as the leading causes of disability.  
Increases in the older population by up to 300 per cent are expected in many 
developing countries.  In addition, HIV/AIDS will continue to be a major cause of 
disability (and death).  Everywhere there is a steep increase in the need for long-
term care (Home-based long-term care, 2002). 
 
2.5.1 Definition of frail care/person 
 
The Aged Persons Act (Act no 81 of 1967: 726), defines a frail person as a 
person 60 years or older that is not able, due to physical or mental disabilities, to 
care for his person or his affairs, and needs continuous care by a doctor or a 
trained person. 
 
Prof Ferreira from the Institute of Ageing in Africa in Cape Town said that there 
has been a shift at the World Health Organisation (Geneva) in conceptualisation 
and terminology, away from frail care towards long-term care.  It is all based on 
diminished functionality, which has several levels.  The World Health 
Organisation does not work with a cut-off point of when someone is frail.  Rather 
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it views “frailty” as a time when some capacities/functions remain – and should 
be maximised, while others are diminished and need support.  This is the new 
approach for rendering care for such persons.  Thus disability (different levels) 
can be included in the approach.  It is all about the link between dependency and 
need for assistance and the relationship between disability level and care needs.  
Thus, it breaks down age cut-offs by definition – where we currently speak of 
older persons as frail. This does not explain why some older persons of the same 
age are frail and others not, or who is to decide when someone is frail – unless 
there are objective standard criteria.  A broad definition of frail care would be 
someone in need of 24-hour nursing care (Prof Ferreira, telephonic interview 30th 
October 2002). 
 
Long-term care is defined by the Federal Long-term Insurance Programme of the 
United States of America as (The Federal long-term care insurance program. 
Glossary, 2002): 
“personal care and other related services provided on an extended basis 
to people who need help with activities of daily living or who need 
supervision due to a severe cognitive impairment.  It can be provided at 
home, in a nursing home, assisted living facility, or an adult day care 
centre”. 
Activities of daily living is defined as 
“the basic activities of caring for oneself: eating, dressing, bathing, using 
the bathroom, moving back and forth from a bed to a chair and remaining 
continent”  
(The Federal long-term care insurance program. Glossary, 2002). 
Severe cognitive impairment is defined as 
“the deterioration or loss of intellectual capacity that requires substantial 
supervision by another person” (The Federal long-term care insurance 
program. Glossary, 2002). 
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The World Health Organisation (Fox and Kalache, 2000: 6) defines long-term 
care as 
 
“the system of activities undertaken by informal caregivers (family, friends, 
and/or neighbours) and/or professionals (health, social, and others) to 
ensure that a person who is not fully capable of self-care can maintain the 
highest possible quality of life, according to his or her individual 
preferences, with the greatest possible degree of independence, 
autonomy, particiaption, personal fulfillment, and human dignity”. 
 
Engelbrecht and du Rand (2000: 830) define a frail elderly as a person whose 
physical and/or mental state is weakened to such an extent that he or she can no 
longer carry out one or more basic activities of daily living.  Basic activities of 
daily living are defined as dressing, walking, using toilet facilities, eating, bathing, 
getting out of bed or a chair and moving from inside to outside the home. 
 
2.5.2 Frail (long-term) care insurance 
 
While 60 per cent of people who need long-term care are 65 years or older in the 
United States of America, 40 per cent are working age adults between the ages 
of 18 and 64.  People of any age can develop serious conditions that require 
assistance with routine daily activities for an extended period of time and such 
help could be very costly.  Long-term insurance can help to cover the cost of this 
care and protect the patient’s assets (The Federal long-term care insurance 
program. Glossary, 2002). The search for effective long-term care policies is one 
of the most pressing challenges facing modern society.  According to Witter and 
Ensor (1997: 37), there are two reasons why insurance for health care is 
necessary: 
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a) Illness is unexpected and the demand for health care is thus uncertain. 
The expenditure required to alleviate ill health can have catastrophic 
consequences for household budgets. 
 
b) Much illness occurs when individual or household income is low.  Old age 
usually entails greater than average health expenditure at a time when the 
individual’s ability to earn income is low. 
 
Private insurers design policies that are both attractive and profitable.  
Companies will only cover services from which they can make a profit, which will 
be those services that they can accurately risk rate and will often exclude 
services where the expenditure is likely to be high and open-ended.  This could 
include long-term care for chronic degenerative diseases of the elderly (Witter 
and Ensor, 1997: 41). 
 
Many illnesses occur fairly rarely and seemingly at random, but when they do, 
they entail substantial costs that could be financially troublesome to households.  
Moreover, it is conceivable that costs could be so high that, without outside 
financial help, treatment simply might not be available (Folland, 1997: 230). 
 
There is an increasing emphasis on self-reliance as an objective of social policy 
which calls for a re-assessment of how long-term care for dependent elderly 
people will be funded.  Private long-term care insurance has the potential to play 
a part in the future, but constraints from both the supply and demand sides must 
be taken into account, as must the wider social implication of policy choices.  
There will always be very old people who will require intensive levels of care and 
the cost will be high, whether it is delivered in the community or in an institutional 
setting. Studies done in Australia, Canada, New Zealand, United Kingdom and 
United States of America indicate that very few retired people can meet long-
term insurance payments out of current income.  To expect families to use their 
assets to pay for long-term care is controversial, as these families have 
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expectations of inheritance.  Long-term care insurance can enhance security, 
protect assets and avoid dependence on the government  (Davey, undated: 166). 
 
Long-term care insurance has been available in the United States of America for 
15 years, but it is estimated that only six per cent of the elderly have taken out 
this insurance (Norton and Newhouse, 1994: 1521).  Insurance is well accepted 
to cover the costs of accidents, fire, theft, early death and, increasingly, health 
care, but coverage for long-term care is rare. The insurance is also available in 
Belgium, France, Germany, Israel, Japan and the United Kingdom, but due to the 
commercial sensitivity in the private insurance market, figures are difficult to 
obtain.  It is suggested that the figures of the abovementioned countries are 
much lower than in the United States of America.  In Australia and New Zealand 
it is in its infancy stage (Davey, undated: 166). 
 
Long-term care insurance is found in a variety of forms.  A life annuity could be 
bought with a single large premium at the time of requiring care or entry into a 
retirement village.  Another type of insurance involves currently healthy people 
paying premiums for future care.  In the United Kingdom a scheme exists that 
offers a reduced pension on retirement in return for substantially higher 
payments when the insured becomes disabled or reaches 85 years of age.  
Long-term care insurance as a stand-alone product with no other benefits exists 
in the United States of America.  This is a recent development and has a low 
take-up and has not been seriously tested (Davey, undated: 167). 
 
Consumer attitudes are crucial to the acceptance of long-term care insurance. 
Older people value their independence and would not like to see themselves as a 
burden on their families.  This would suggest that they would willingly use their 
assets to pay for long-term care, but on the other hand would want to preserve 
assets for bequests to succeeding generations.  Taking out long-term care 
insurance requires people to be aware of the risk which they prefer to believe will 
either never happen or will be far in the future.  Most people only realise the 
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potential need when they reach retirement or when a close relative needs care.  
They do not realise that the Government cannot pay for all residential care costs 
and they may assume that medical insurance will cover these costs (Davey, 
undated: 167). 
 
2.5.3  Long-term care in the United States of America 
 
Long-term care has become a major social issue within the last two decades.  
The problem has been exacerbated by  
a) A historically high longevity rate. 
b) The loss of the extended family. 
c) The number of women who are transitioning from primary care givers to 
outside workers. 
d) The rising number of single-parent households.  
 
As the baby boomers age, the number of individuals who will be payers into the 
social security system will diminish.  The government of the United States of 
America’s response to the problem appears to be to let the marketplace 
determine the solution (Silver, 1999: 55).   
 
The cost of medical care is rising.  It is predicted that by 2040, 45 per cent of the 
total health care budget in the USA will be spent on patients over the age of 65.  
For some, longevity is associated with relatively good health and only a short 
period of morbidity at the end of their lives, but others suffer long periods of 
dependency and costly medical interventions with devastating effects on 
themselves and their families (Benatar, 2002: 821). 
 
Medicaid and Medicare are public insurance pools and Medigap is a private 
insurance pool in the United States of America, which use tax resources to pay 
for the medical expenses of the elderly: 
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a) Medicaid is a national health insurance system for the poor, funded jointly by 
federal and state governments.  Assistance is furnished on the basis of need.  
Medicaid is targeted for the poor but provides a safety net for middle-class 
people with high long-term care expenses.  Spending-down by transferring 
assets was one way people with long-term care needs used to qualify for 
Medicaid.  This is now illegal.  Beneficiaries may apply through local branches of 
the agencies that administer the state programmes (usually county offices). 
 
b) Medicare is a national health insurance system for the elderly run by the 
Health Care Financing Administration and local social security agencies.  There 
are two levels of coverage: Part A covers hospital service; Part B covers 
physician expenses.  Medicare also pays for short-term nursing home care that 
follows a hospital stay.  Medicare does not pay for custodial care, which is the 
type of care needed for those with Alzheimer’s disease (Monath, 1997: 9). 
 
c) Medigap Insurance is private insurance that helps fill the gaps in Medicare.  
The gaps are acute care deductibles and co-payments of the Medicare program.  
Medigap does not cover long-term care (Monath, 1997: 9). 
 
The demand of the elderly for medical care differs according to gender.  Women 
of any specific age use less medical care than men and women live substantially 
longer than men do (Phelps, 1998: 152).   
 
Table 2.6 below demonstrates the impact of a single occurrence of long-term 
nursing home care on a middle class couple with $500 000 in assets.  The end 
result is that a family that thought it was well prepared for retirement finds itself 
destitute within six years.  It is important to recognise that when an elderly couple 
has one spouse undergoing care; the remaining spouse must maintain a 
personal lifestyle while paying the expenses of the nursing home or home care 
services.  Depleting assets compromises the surviving spouse and simply using 
current assets is not always the best solution (Silver, 1999:56). 
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Table 2.6 Financial consequences of long-term care expenses of a couple with $500 000 in 
assets 
                 
 
   Annual  Income  Long-term  Capital 
Year Savings Yield  Required Care Expenses  Remaining  
 
1 $500 000 $30 000 $50 000 $45 000  $435 000 
 
 
2 $435 000 $26 100 $52 500 $47 700  $360 900 
 
3 $360 999 $21 654 $55 125 $50 582  $276 867 
 
4 $276 867 $16 612 $57 881 $53 596  $182 002 
 
5  $182 002 $10 920 $60 775 $56 811  $75335  
 
6 $  75 335 $  4 520 $63 814 $60 220  Destitute 
                              
 
Annual yield assumes 5 per cent net after taxes; Income required adjusted 5 per cent annually for 
inflation, Nursing home expenses subject to 6 per cent medical inflation rate.  One long-term care 
episode per couple 
Source:  Silver, I. 1999. Long-term care: Alternative Solutions.  Compensation and Benefits 
Review, Vol 31(6), 55-58. 
 
2.5.4 Long-term care in New Zealand 
 
Day Care, Home Help and Respite Care programmes of the Department of 
Health of the New Zealand Government provide significant assistance so people 
can stay in their homes as long as possible and Government funding may be 
available for any or all of these services: 
 
a) Day Care programmes are often based at a rest home or hospital, and 
provide both activities and social interaction for people.  
 
b) Home Help provides assistance with activities of daily living, eg hygiene,                 
cleaning, cooking.  This can involve a wide range of assistance, from home  
maintenance (such as cleaning) to cooking and hairdressing. 
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c) Respite Care is a short stay in a rest home or hospital to give a break or a 
    respite to people who are caring for their elderly. 
(The New Zealand Retirement Guide 2002/2003: 11). 
 
These services aim to help people with essential needs, so they can retain their 
independence as long as possible.  They often also provide a much higher level 
of well-being and safety than may exist otherwise. 
 
Rest Homes and private hospitals provide for elderly people whose needs have 
reached the point where it is no longer appropriate that they remain living in their 
own homes.  There are five levels of need provided: 
 
a) Rest Homes:  for people whose needs are such that they need care, but 
not as high as those needing special dementia or hospital care. 
 
b) Dementia Care: this provides a safe secure environment for those whose 
needs cannot be appropriately met in a rest home. 
 
c) Continuing Care Hospitals: Long-term hospital care for people who need 
care 24 hours a day (this needs to have been assessed by a geriatrician). 
 
d) High Dependency (Psychogeriatric): Long-term hospital care for people 
with dementia who require a high level of nursing care. 
 
e) Hospices/Palliative Care: Care for the terminally ill. 
(The New Zealand Retirement Guide 2002/2003: 11). 
 
A Residential Care Subsidy is paid by the Ministry of Health. The Work and 
Income Department of the Ministry assist individuals by assessing their income 
and assets.  Persons qualify for a Residential Care Subsidy if: 
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a) They have had an assessment of their individual needs that confirms that 
they require long-term residential care in a licensed rest home or hospital, 
and 
b) They need this care for an indefinite length of time, and 
c) They are 65 or older (although some people aged 50 – 64 may also 
qualify), and 
d) The assets that they own are within certain limits: 
N$15 000 for single or widowed people, 
N$ 30 000 in joint assets if you are a couple and both in residential care, or 
N$ 45 000 in joint assets if you are a couple and only one partner is in care, 
and  
e) Any income that they receive goes towards that person’s care, but these 
limits would not be included if the person has been a victim of crime. 
(The New Zealand Retirement Guide 2002/2003: 72). 
 
Sr S E M Crous, an employee of the George Service Clubs Utility Co, worked in 
New Zealand from November 2001 to September 2002. Two months was spent 
at Huntleigh Hospital and Retirement Home in Karori, Wellington and eight 
months at Riverleigh Hospital and Retirement Home, situated in Hutt Valley, 
Wellington.  A Rest Home is similar to assisted living homes in South Africa, and 
a hospital is similar to a frail care facility. 
 
Most Rest Homes and hospitals are privately funded.  Private patients are 
responsible for the full fee.  If someone qualifies for a subsidy from the Ministry of 
Health, then the hospitals claim directly from the Government.  The maximum 
amount that the Ministry would pay is N$2000 per month. The Government 
pension ceases and the subsidy is paid to the hospital.  Most hospitals’ fees are 
in excess of N$ 2000 per month. The maximum that any Rest Home/Hospital 
may charge is N$ 800 per week. The Government needs to be informed if a rest 
home/hospital has an empty bed, as they always have a person that needs to be 
placed, especially in Respite Care, which enables a family to be given a short 
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break. An assessed person qualifies for a subsidy for a maximum of six weeks 
Respite Care per year.  This is the only time that a person in a Rest Home 
qualifies for a subsidy as the Ministry of Health sees this as a luxury.  The 
average income of a middle class family is N$25 000 to N$30 000 per year.  
During September 2002 the exchange rate was R5 = N$1. 
 
Before anyone is admitted to a Rest Home/Hospital, an assessment must be 
made by a psychogeriatrician who works for the Ministry of Health.  If the 
person’s level of dependency changes a new assessment has to be done.   
 
2.6 CONCLUSION 
 
The demographics of the world indicate that the population is ageing fast.  With 
the potential support ratio decreasing, more of the ageing population will have to 
use their own means to pay for frail (long-term) care.  The South African 
demographics show the same trend, especially if the HIV/AIDS epidemic is taken 
into consideration. 
 
The literature available regarding long-term care indicates that the concept is still 
largely unexplored, but with the ageing generation it will become more relevant 
as frail persons will need extra income to cover the extra expenses.  The United 
States of America does not have an answer to this problem and believes that 
time will create its own solution.  This could be debated more intensely as the 
baby boomers are creeping closer to the retirement age.  In New Zealand only 
the less affluent are subsidised by the Government and the other people needing 
care have to pay private fees. 
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CHAPTER 3 
 
THE SOUTH AFRICAN GOVERNMENT’S CURRENT PLANNING FOR THE 
ELDERLY 
 
3.1  INTRODUCTION 
 
The Department of Social Security cares for the aged and the frail.  This 
Department is responsible for granting old age pensions.  The organisation Age-
in-Action is a non-profit organisation that together with the Department and other 
stakeholders strives to restore the dignity of older persons.  As the population is 
ageing, this organisation is becoming more important to protect the older persons 
from abuse and neglect. 
 
Resources dedicated to health care have increased but are still limited and under 
increasing pressure. Health care workers find themselves with increasing 
frequency asking which technology should be privileged and which should not, 
and up to what point the need for health care should be met (Jefferson et al, 
1996:2).    
 
3.2  DEPARTMENT OF SOCIAL SERVICES 
 
The Western Cape Province Department of Social Services’ vision is to create a 
self-reliant society, that by providing resources the society would develop to care 
for itself.  The mission of the Department is to provide a social safety net to the 
poor, the vulnerable, and those with special needs, in a developmental manner. 
The Department wants to provide this social safety net by performing two core 
functions, namely the delivery of developmental social services and providing a 
social security safety net.   
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The core functions of the Department are: 
a) Development of social welfare services: This function deals with the 
responsibility that the Department has to render developmental welfare 
services to those people who, because of circumstances, find it difficult to 
fulfil their own welfare needs. 
 
b) Administration of social security: The Department pays the following 
grants on a yearly basis to approximately 310 000 persons who qualify: 
• Foster care grant. 
• Child support grant. 
• Old age pension. 
• War veteran’s pension. 
• Grant-in-aid. 
• Disability grant. 
• Care dependency grant. 
• Social relief. 
(Department of Social Services, 2002). 
 
The support functions of the Department are: 
a) Social research and strategic planning: It provides a scientific information 
base and strategic direction that is required by the other units in the 
organisation to perform their daily tasks.  It provides, for instance, 
information of where the poorest communities in the province are, which 
enables decision making regarding where welfare services need to be 
rendered.  It also provides the strategic framework for the Department on 
a yearly and five-yearly basis. 
 
b) Financial management: The Department has to ensure that the money 
that it receives on a yearly basis is spend in accordance with the 
guidelines and that the budget of the Department is distributed in such a 
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way that there is enough money for each of the units in the Department to 
do its work.   
 
c) Human resource management: To ensure that the staff receives sufficient 
training to be able to execute its functions on a daily basis.   
 
d) Customer services: The 14 district offices and eight institutions of the 
Departments bring the Department closer to the customer 
(Department of Social Services, 2002). 
 
The overview of 2001/2002 budget (Department of Social Services, 2002) 
indicates that the Department has succeeded in remaining within its budget 
allocation every year since 1995.  The increases of the past five-years were 
inflation related as it relates to the annual increases in pensions and grants. 
 
The expenditure in some of the categories was the provision for old age grants 
which increased by 12 per cent from R993 million to R1.1 billion in line with the 
projected growth in beneficiary numbers and the increase in grant value from 
R570 to R620.  With this grant the Department was reaching 151 076 people and 
this constituted 51 per cent of the grant expenditure (Department of Social 
Services, 2002). 
 
The Social Service Directorate’s budget has decreased by 4.45 per cent, 
occasioned in the main by a decrease in the total amount available for subsidy 
transfer payments.  The institutions currently receiving subsidies will not receive 
increases, and new applicants will not be considered. 
 
Table 3.1 indicates that a total of R236 million is allocated for transfer payments 
out of the budget of this Directorate.  This money is spent on children’s homes, 
homes for the aged, homes for the disabled, shelters, treatment centres, social 
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service organisations, protective workshops and community centres.  The 
biggest payout is to homes for the aged, namely R83 million.   
 
Table 3.1: Expenditure of the budget of the Social Service Directorate of the Province of the  
                 Western Cape (2001/2002) 
Number Receiving organisation Amount (Rand) 
42 Children’s homes R30 million 
632 Early childhood development organisation R29 million 
140 Homes for the aged R83 million 
178 Service centres R11.5 million 
180 Social service organisations R54 million 
4 Treatment centres  R3.6 million 
42  Protective workshops R4 million 
41 Shelters for adults, women and children R6 million 
 
(Department of Social Services, 2002). 
 
The Department of Social Services held a meeting in George (15th October 2002) 
to give an overview of the future planning of the Department.  Ms van Brakel, 
Director Social Services, said that a major shortcoming in this Department is their 
inability to cost their service delivery and thus they have been unable to cost frail 
care.  This will be addressed during 2003.  She said that the Government 
realises that it is not reaching the areas of greatest need and is looking to re-
directing funding. The Department of Social Services’ allocation from the 
Provincial Government budget will increase by 1.5 per cent during 2003 and only 
0.0007 per cent during 2004.  The emphasis of the Department is on the need to 
form partnerships with others that also receive subsidies and sharing resources.  
A structure at local level will be formed to co-ordinate services, sharing skills and 
services which should be accessible to the group that needs it most, and not just 
for older persons.  Service centres should be for all that need it, such as disabled 
persons, etc. 
 
At a meeting (31st October 2002) in George, Mrs Wewers (Department of Social 
Services, George) said that George has the greatest payout of pensions in the 
Western Cape, a total of 38.6 per cent of the Western Cape budget.  The 
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monetary value of the October 2002 payout was R13 617 830 (25 336 cases). 
According to Table 3.1 there was an increase of 2 409 cases, from 25 336 to  
27 745 cases from October to November 2002.  This could be an indication of 
the growing poor society of George. 
 
Table 3.2 Summary of social pensions payouts in the George Magisterial Area (November 2002) 
 
TYPE OF PENSION TOTAL 
Old age 8 490 
War veteran 57 
Disability grant 8 967 
Foster care 1 330 
Care combination 21 
Care Dependency 245 
Child support 8 635 
TOTAL 27 745 
 
Source:  Department of Social Services and Poverty Alleviation.  Handout at meeting in George, 
31st October 2002. 
 
In general, cost-containment policies in health care are forcing the re-evaluation 
of long-term policy.  Current investment in long-term care provision is inadequate 
in many countries, with the result that many existing services and systems are 
being strained by the increased demand.  The rising financial demands placed on 
society require innovative responses and co-operation between private and 
public sources to secure budgetary funding (Fox and Kalache, 2000: 13). 
 
During a telephonic interview with Ms Fortuin (19th September 2002) from the 
George branch of the Department of Social Services she said that the 
Department have different scales for the financing of homes for the aged and frail 
care centres.  Due to diminishing funds, the Category I will be phased out during 
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2003, and thereafter Category II.  Only frail people would be subsidised in the 
near future. 
 
Table 3.2 below indicates the maximum amount that the Department of Social 
Services pays for an aged person.  If they receive a Government pension of 
R620 per month (increased to R640 per month from October 2002), the home for 
the aged would receive R300 towards caring for this person, R705 if assisted 
living nursing care is provided, and R1 215 if frail care is necessary.  A frail care 
facility would receive a maximum of R1835 (R1 215 plus R620 pension) per frail 
person.  A means test has to be provided to the Department of Social Services 
indicating the person’s income, and then the subsidy payable to the homes for 
the aged would be determined according to the sliding scale in Table 3.3.   
 
Table 3.3 Financing of Homes for the Aged 2002/2003 (Rands per month) 
 
 
Monthly income of 
resident 
Maximum: 
Category I 
Maximum: 
Category II 
Maximum: 
Category III 
A Under R650 R300 R705 R1 215 
B R651 – R750 R150 R495 R1 040 
C R751 – R850 - R330 R   945 
D R851 – R950 - R170 R790 
E R951 – R1 050 - - R675 
F R1 051 – R1 150 - - R470 
G R1 151 – R1 300 - - R170 
H Over R1 301 - - - 
Category I: aged residents that need housing, and minimal care 
Category II: assisted living nursing care 
Category III: frail care 
Source:  Department of Social Services, Circular 3 of 2002, 9 April 2002 
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3.3  AGE-IN-ACTION 
 
This institution was founded in 1956 as the South African Council for the Aged.  It 
is a body representing more than 2.7 million older persons and has more than 
850 Non-Government Organisation (NGO) members that strive to provide 
regular, vital services to all older persons in need of care.  Older persons are the 
backbone of the family; carers of children, the frail and the vulnerable; a reliable 
volunteer resource with a wealth of experience and expertise; able to make a 
valuable contribution to their communities (Age-in-Action, 2001: pamphlet).  
 
At the biennial general meeting (12th September 2001) held in Grahamstown the 
South African Council for the Aged changed their name to Age-in-Action.  The 
newly named organisation changed their mission to:  
“A developmental organisation which collaborates with other stakeholders  
to restore the dignity of older persons through advocacy and lobbying, 
research and technology, training, development and sustainable economic 
empowerment activities.” 
(The South African Council for the Aged, 2001: 4). 
 
The objectives of the organisation are: 
a) Advocating and lobbying for the respect of human rights for older persons. 
b) Conducting social research and taking advantage of the advancements in 
technology for the benefit of older persons. 
c) Developing and presenting accredited training and development 
programmes which bridge the gap in service delivery and advance best 
practices in the field of older persons. 
d) Identifying and creating economic empowerment opportunities that will 
benefit older persons without exposing them to an unnecessary risk. 
(Age-in-Action, 2001: pamphlet). 
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The then executive director, Mr Eckley, proposed the need for an insurance 
scheme to cover the high cost of frail care.  During 1999, evidence before the 
Portfolio Committee on Finance stressed that transformation in the Department 
of Social Services towards caring for the poorest of the poor should be 
rigourlessly applied.  The current situation in the Provinces is that the welfare 
budgets are often tapped to fund shortfalls in other Departments.  To alleviate the 
problem, it was suggested that the following should be considered: 
a) A contributory pension and provident fund. 
b) Compulsory transference of pensions when changing jobs. 
c) Insurance options (compulsory) to help cover high cost of frail care and to 
allow persons to remain as long as possible in the community. 
d) Tax incentives to donors of funds to welfare. 
e) Tax incentives to private persons caring for frail and disabled family 
members. 
f) Conversion of the present attendance allowance into a caregiver allowance. 
(Eckley, 1999: 6). 
 
3.3  CONCLUSION 
 
The Department of Social Services is finding it difficult to continue funding the 
organisations that receive subsidies.  As the population is ageing the pressure on 
the Department would continue to increase.  Although Age-in-Action asked the 
Government to consider a frail care nursing levy during 1999 no literature is 
available to indicate that this has been considered.  The homes for the aged 
should investigate the possibility of creating a fund to pay for frail care for their 
own residents. 
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CHAPTER 4 
 
DESIGN AND ANALYSIS OF THE EMPIRICAL STUDY 
 
4.1 INTRODUCTION 
 
A questionnaire was sent to the residents of the five complexes, namely 
Bishopslea Village, Murray House, Presbyterian Cottages and RLR, to obtain 
information about their income, medical aid and their interest in the proposed frail 
care levy.  These residents utilise the nursing services provided by the nursing 
staff of George Service Clubs Utility Company.  The questionnaire was compiled 
to give residents anonymity, as it was the only manner that information about 
income could be obtained.  The second study was done telephonically to frail 
care units in the Southern Cape to obtain information about their frail care 
charges.    The third study was to analyse the records of Lyttelton Care Centre 
over a three and a half-year period to calculate how many residents of the five 
complexes need frail care.   
 
4.2 QUESTIONNAIRE TO THE RESIDENTS OF THE FIVE COMPLEXES 
 
On 31 October 2002, a questionnaire (Annexure A) was sent to 136 residential 
units of Bishopslea Village, Murray House, Presbyterian Cottages, Rendezvous 
Cottages and the RLR.  Four blank forms were amongst the 121 questionnaires 
that were returned.  The four blank forms were included in the survey as 
“unknown”. 
 
 
Question 1: In which complex do you reside?. 
 
Table 4.1 gives a breakdown of the respondents according to where they reside. 
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Table 4.1:  Residents according to where they reside in the complexes 
 Forms handed out Forms returned Percentage  
Bishopslea 41 31 75.60 
Murray House 24 24 100.00 
Presbyterian Cottages 11 9 81.82 
Rendezvous Cottages 18 15 83.33 
RLR 42 42 100.00 
Total 136 121 88.97 
 
Source:  Survey Questionnaire 
 
Many residents of Bishopslea Village were not prepared to fill in their income and 
thus decided to either return an uncompleted form or to mark only the “no option” 
block.  One resident from the Presbyterian Cottages was on holiday and the 
other refused to return the questionnaire.  At Rendezvous Cottages one of the 
residents was overseas, another has 24-hour home-based care and is incapable 
of completing the form and another failed to return her questionnaire.  
 
Question 2:  How many people in the unit: 
Table 4.2:  Residents per unit according to the complexes 
 One per unit Two per unit Unknown 
Bishopslea 14 8 9 
Murray House 18 4 2 
Presbyterian Cottages 2 6 1 
Rendezvous Cottages 12 3 0 
RLR 35 7 0 
Total 80 29 12 
 
Source:  Survey Questionnaire 
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The occurrence of “unknown” was due to residents only marking the “no option 
block” and therefore it is not possible to determine whether the income was that 
of a single person or a couple. 
 
Question 3:  Income per month (includes pension, interest, dividends, and 
any other income including assistance from family): 
 
Table 4.3:  Income per month of the residents that reside in the different 
complexes 
 
R0-1000 R1001-1500 R1501-2000 R2001-3000 R3001-5000 R5000+ Unknown 
Bishopslea 0 0 2 1 5 10 13 
Murray House 0 1 1 5 7 7 3 
Presbyterian 
Cottages 
0 1 0 1 2 3 2 
Rendezvous 
Cottages 
0 1 1 3 6 4 0 
RLR 8 8 6 8 5 2 5 
Total 8 11 10 18 25 26 23 
 
Source:  Survey Questionnaire 
 
 
Many residents did not complete this question and this explains the high 
“unknown” factor of 19 per cent. The 121 questionnaires that were returned show 
that 23.97 per cent of the units are occupied by residents who receive an income 
of R2000 or less, while 21.49 per cent are in the high income bracket of R5000+. 
 
The income data was further analysed according to the number of residents per 
unit.  If the administrators of the complexes decide to subsidise some of the 
residents due to insufficient income, this analysis could be used to calculate the 
cost.  The analysis was done in three income groups, namely R0-2000, R2000 – 
R5000 and R5000+.  Only the known income questionnaires, totalling 98, were 
analysed. 
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Analysis of the income where two residents occupy an unit 
 
Table 4.4:  Income per month of two residents per unit that reside in the different 
complexes 
 R0-2000 R2000-5000 R5000+ Total 
Bishopslea 0 3 5 8 
Murray House 0 1 3 4 
Presbyterian Cottages 1 1 3 5 
Rendezvous Cottages 0 2 1 3 
RLR 2 3 2 7 
Total 3 10 14 27 
 
Source:  Survey Questionnaire 
 
The majority of couples, namely 51.85 per cent, have incomes in excess of 
R5000+.  The less affluent, earning less than R5 000 per month, makes up 48.15 
per cent of the residents.  These are the couples that might need to be 
subsidised, due to their low monthly incomes. 
 
Question 4: Medical aid 
Question 4.1: Question:  do you belong to a medical aid? 
 
Table 4.5:  Residents that belong to a medical aid 
 Yes No Unknown 
Bishopslea 17 4 10 
Murray House 15 6 3 
Presbyterian Cottages 4 4 1 
Rendezvous Cottages 9 6 0 
RLR 15 20 7 
Total 60 40 21 
 
Source:  Survey Questionnaire 
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Half of the residents in the five complexes belong to a medical aid, but during 
recent years, some have cancelled their membership and became patients of the 
State Hospital. 
 
Question 4.2: Will your medical aid pay for frail care? 
 
Table 4.6: Residents whose medical aids pay for frail care 
 Yes No Unknown 
Bishopslea 5 11 15 
Murray House 5 15 4 
Presbyterian Cottages 0 7 2 
Rendezvous Cottages 1 12 2 
RLR 5 26 11 
Total 16 71 34 
 
Source:  Survey Questionnaire 
 
Many residents did not answer this question leading to the high number of 
“unknown” answers.  It is known that most medical aids do not pay for frail care, 
and this is confirmed by the 58.68 per cent negative response. 
 
Question 4.3: Will your medical aid pay for step-down (convalescent care)? 
 
Table 4.7: Residents whose medical aids pay for a step-down facility 
 Yes No Unknown 
Bishopslea 3 9 19 
Murray House 5 13 6 
Presbyterian Cottages 3 4 2 
Rendezvous Cottages 3 11 1 
RLR 7 23 12 
Total 21 60 40 
 
Source:  Survey Questionnaire 
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Many medical aids do pay for step-down care.  This is confirmed by 17.36 per 
cent of the residents, with a corresponding 49.59 per cent indicating the negative. 
 
Question 4.4:  Are you making monthly contributions to the medical aid 
scheme from your monthly income? 
 
Table 4.8:  Residents who pay for their medical aids from their monthly income 
 Yes No Unknown 
Bishopslea 13 7 11 
Murray House 3 10 11 
Presbyterian Cottages 2 6 1 
Rendezvous Cottages 7 8 0 
RLR 10 25 7 
Total 35 56 30 
 
Source:  Survey Questionnaire 
 
Many of the residents (28.33 per cent) are still making monthly contributions 
towards their medical aid.  This has an impact on their monthly disposable 
income. 
 
Question 5:  Which option of the frail care nursing levy would you select: 
 
a) option 1 = R100 per month (initial contribution) 
 
b) option 2 = R150 per month (initial contribution) 
 
c) option 3 = R200 per month (initial contribution) 
 
d) no option = not interested 
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Table 4.9:  Residents that are interested in belonging to a frail care nursing 
insurance scheme 
 
Option 1 Option 2 Option 3 No option Unknown 
Bishopslea 3 3 3 17 5 
Murray House 6 3 3 11 1 
Presbyterian Cottages 3 0 2 4 0 
Rendezvous Cottages 9 4 0 2 0 
RLR 12 3 1 20 6 
Total 33 13 9 54 12 
Source:  Survey Questionnaire 
 
Of the 121 answers that were received, 9.92 per cent did not give an answer, 
and 44.63 per cent indicated that they are not interested.  Option 1 was the most 
popular, followed by Option 2 and then Option 3.  The fact that 55 households 
(45.45 per cent) are interested in one of the options of the scheme indicates that 
The George Service Clubs Utility Company should pursue the introduction of this 
levy. 
 
4.3 COST OF FRAIL CARE CENTRES IN THE SOUTHERN CAPE 
The frail care centres were contacted telephonically during October 2002 
(Annexure B).  Some centres only admit their own residents, and then the fee 
structure is lower than for non-residents.  Tuiniqua and J J Watson are the two 
centres in George that receive subsidies from the Government.  A means test 
has to be completed and submitted to the Department of Social Welfare to 
determine if that person qualifies.   
 
The cost of frail care for a person not receiving a subsidy, varied from R3 035 (at 
Tuiniqua) to R7 000 (at Formosa Garden Village) per month.  As this was a 
telephonic questionnaire, it is not possible to determine what facilities are offered 
at the respective prices.  Lyttelton Care Centre supplied information on the 
different categories of accommodation.   
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According to the questionnaire that was discussed in 4.1 above, only 50 of the 
120 respondents indicated that their income is more than R3 000 per month.  
They would be able to afford the private rates at Tuiniqua.  More than 50 per 
cent, earning less than R3000 per month, would not be able to afford to be 
admitted as a private person to a frail care unit, and would need some form of 
subsidy.   
 
Table 4.10:  Cost of frail care in the Southern Cape (October 2002) 
  
NAME OF INSTITUTION NON RESIDENTS 
PRIVATE ROOMS 
RESIDENTS 
 
Formosa Garden Village 
Plettenberg Bay 
R7 000 R4 500 
Medsac Private Health 
Centre 
Plettenberg Bay 
1-3 months R5 500 
thereafter R6 000 
 
Same as non resident 
Leisure Gardens 
Knysna 
 
Accept only residents  
 
R3 500 
Santos Haven 
Mossel Bay 
 
Accept only residents 
R1985 (continue to pay  
Levy/nursing/meal charge) 
Genevafontein 
George 
R5618 
or 
R185 per day 
 
 
R4439 
(still pay levy of cottage) 
R4225 
(if cottage has been sold) 
Lyttelton 
 George 
Private R6100 
Semi R5270 
4 bed R4750 
Same as non resident 
J J Watson 
George 
R1 900 
Only accept people on a 
government pension.  
Government subsidises for 
frail care 
Same as for non residents 
 
Tuiniqua 
George 
R3 035 – R3 400 If patient qualifies for a 
Government subsidy, 
Tuiniqua takes 85 per cent 
of monthly income 
 
Source:  Cost of frail care questionnaire 
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Santos Haven Retirement Complex, Mossel Bay is the only retirement complex 
in the Southern Cape that has a frail care levy in existence.  According to Mr 
Kotze (personal communication, 15 April 2002) the residents contribute R100 per 
month towards a sickbay levy.  There is a waiting period of 12 months since the 
date of occupation.  If they need to be admitted to the sickbay during the first 
twelve months they have to pay R199-00 per day.   
 
After the first twelve months of residence a patient may be admitted to the 
sickbay on a temporary or a permanent basis:   
a) Temporary: for the first 30 days per annum a patient receives free 
accommodation, but has to pay extra for meals.  From the 31st day per annum 
a patient has to pay for meals plus an extra R30 per day. 
b) Permanent:  The monthly levy is R912, plus the cost of meals, which is 
currently R760 per month. 
 
Santos Haven Retirement Village was built in 1986, and the sick-bay levy was 
established immediately.  As the majority of residents were in their sixties and 
seventies and did not need to utilise the sick-bay for several years, the Village 
has been able to accumulate the levies and currently have sufficient funds to 
keep the levy at R100 per month with no escalation. Furthermore these funds are 
sufficient to cover the cost of running the sick-bay.  Outsiders are not admitted. 
 
4.4 ANALYSIS OF THE NUMBER OF RESIDENTS FROM BISHOPSLEA 
VILLAGE, MURRAY HOUSE, PRESBYTERIAN COTTAGES, RENDEZVOUS 
COTTAGES AND RLR ADMITTED TO LYTTELTON CARE CENTRE  
 
An analysis was made from the admittance register of Lyttelton Frail Care over a 
three and a half-year period from 1999 to June 2002.  This was to determine how 
many residents from the five complexes needed frail care.  If a patient was not 
admitted for a full month, the days were expressed as a percentage of the 
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number of days in the month.  For example, a person admitted for 12 days during 
the month of January, this is entered as 0.3871 (12/31).  If more than one 
resident stayed for shorter periods, then the individual percentages were added 
together to give a total amount for the month. 
 
During the three and a half-year period, the residents in the complexes increased 
from 168 in January 1999 to 201 during June 2002.  This was due to building 
operations at Bishopslea Village and Rendezvous Cottages, leading to a steady 
increase of residents.  On a monthly basis, the number of residents residing in 
the complexes vaires due to deaths, vacancies, etc. 
 
From February 2002 there was a sharp decrease in residents needing frail care.  
There are two reasons for this trend: 
 
a) More residents opted to use home-based frail care. 
 
b) Residents from the complexes needed frail care less during this period as 
they are remaining in good health in their own units.  George Service 
Clubs Utility Company built an assisted living extension during 2001 and 
this absorbed some of the residents that would otherwise have been 
admitted to Lyttelton Care Centre. 
 
During 1999 on average 11.96 per cent of the residents from the complexes were 
admitted to Lyttelton Care Centre.  This declined during 2000 to 10.16 and 
increased in 2001 to 11.64 residents.  A sharp decline was experienced during 
the first six months of 2002 when the average was 8.08 residents. 
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Table 4.11 Residents from the complexes that required frail care from January 1999 to June 2002 
 
Date Residents in 
complexes 
Residents in 
Lyttelton  
- full month 
Residents in 
Lyttelton –part 
month 
Total 
residents in 
Lyttelton 
Percentage 
of residents 
in Lyttelton 
1999      
Jan 168 10 0.3871 10.39 6.18 
Feb 169 10 0.7500 10.75 6.36 
Mar 169 10 0.6452 10.65 6.30 
Apr 169 11 - 11 6.51 
May 166 10 1.0000 11 6.63 
Jun 169 10 1.5000 11.50 6.80 
Jul 169 10 0.5161 10.52 6.22 
Aug 169 13 0.6774 13.68 8.09 
Sep 168 13 1.2667 14.27 8.49 
Oct 168 13 1.5807 14.58 8.68 
Nov 169 12 0.7000 12.70 7.51 
Dec 167 11 1.4839 12.48 7.48 
2000      
Jan 167 10 1.0900 11.10 6.64 
Feb 168 10 - 10 5.95 
Mar 168 10 0.1600 10.16 6.05 
Apr 169 8 0.1700 8.17 4.83 
May 168 9 0.4200 9.42 5.61 
Jun 171 9 1.2000 10.20 5.96 
Jul 173 10 0.3900 10.39 6.00 
Aug 179 9 0.4500 9.45 5.28 
Sep 179 10 1.0600 11.06 6.18 
Oct 177 10 0.5800 10.58 5.98 
Nov 179 10 0.3900 10.39 5.80 
Dec 179 11 - 11 6.15 
2001      
Jan 182 9 1.0001 10 5.49 
Feb 182 10 - 10 5.49 
Mar 183 10 - 10 5.46 
Apr 182 10 0.8667 10.87 5.97 
May 181 10 1.5162 11.52 6.36 
Jun 184 12 1.3667 13.37 7.26 
Jul 182 13 1.5807 14.58 8.01 
Aug 183 12 0.3871 12.39 6.77 
Sep 185 11 0.5000 11.50 6.22 
Oct 187 12 0.7742 12.77 6.83 
Nov 188 11 1.2667 12.27 6.52 
Dec 192 9 1.4194 10.42 5.43 
2002      
Jan 196 10 - 10 5.10 
Feb 197 7 1.6429 8.64 4.39 
Mar 197 7 1.6452 8.65 4.39 
Apr 197 7 0.7666 7.77 3.94 
May 199 5 1.9677 6.97 3.50 
June 201 5 1.4666 6.47 3.22 
 
Source:  Admittance register Lyttelton Care Centre 
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4.6   CONCLUSION 
 
The information obtained from the questionnaire has indicated that there are 
residents that want the frail care levy to be introduced.  The data on income 
levels will enable the administrators to estimate the cost of subsidising the frail 
care levies for needy residents.   
 
The cost of frail care facilities in the Southern Cape varies, but as each was not 
visited personally, it is difficult to compare whether the facilities are of the same 
quality.  If the levy is introduced, the cost of a four-bed ward at Lyttelton Care 
Centre (R4750 per month) will be used as a basis and this cost compares 
favourably with the other facilities available.  
 
The analysis over the last three and a half-years of residents needing frail care 
has given an indication that provision must be made for six to thirteen patients 
needing frail care at any one time. 
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CHAPTER 5 
 
DEVELOPMENT OF A FINANCIAL PLAN TO COVER THE COST OF FRAIL 
CARE 
 
5.1 INTRODUCTION 
 
During 2001 the vice-chairman of both the George Service Clubs Utility Company 
and Lyttelton Care Centre proposed the establishment of a frail care nursing fund 
to the Board of Directors and the Trustees of Lyttelton Frail and Hospicare 
Development Trust.  This concept was accepted in principle.  Work to conduct 
further research and to develop the scheme then commenced. 
 
The only frail care unit in the Southern Cape that has a similar concept is Santos 
Haven Retirement Centre in Mossel Bay. According to Mr Kotze (personal 
communication, 15 April 2002) this centre created a frail care levy fund when the 
retirement village was built.  All their units are sold on a life-right basis and they 
cater for the more affluent resident who can afford to pay the frail care nursing 
levy. 
 
The RLR complex consists of 54 residents who rent their apartments and many 
do not have sufficient income to pay the frail care nursing levy.  Presbyterian 
Cottages also have some residents who fall in the lower income group.  There 
could be a need for the management of the five complexes, namely Bishopslea 
Village, Murray House, Presbyterian Cottages, Rendezvous Cottages and the 
RLR, to partially subsidise the frail care nursing levy of the lower income groups.  
Currently the different complexes have to pay the shortfall between R4750 per 
month, and what the resident can afford, to Lyttelton Care Centre.  The frail care 
nursing levy could alleviate this burden on the different complexes. 
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5.2 FINANCIAL PLAN ALTERNATIVES 
 
Two options are available for consideration.   
General assumptions for both options: 
 
a) Residents will pay R100 per month, increasing on a yearly basis by the 
same percentage that the fees at Lyttelton Care Centre increased during 
August of the previous year.   
 
b) The fee in a general ward (currently R4 750 per month) will be used to 
determine the subsidy payout. 
 
5.2.1 Option 1 
 
Assumptions:  
a) 180 residents will join the fund from day one. 
 
b) There will be a waiting period of six months before a member claim from 
the fund. 
 
180 residents x R100 x 6 months = R108 000. 
 
Interest that can be obtained on the R108 000 @ 9 per cent for a year = R  9 720 
Premiums payable for the whole year:  R100 x 180 x 12          216 000 
Total income for the year            R225 720 
 
Average income per month            R 18 810 
 
On the monthly fee of R4750, the frail care nursing levy fund can subsidise the 
resident in one of the following ways: 
a) One third = R1583.33 per month. 
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b) Half = R2375.00 per month. 
c) Two thirds = R3166.67 per month. 
 
Table 5.1 indicates that the following subsidies can be paid: 
If a subsidy of one third is paid, 11.88 residents can be subsidised during the 
year (R18 810/R1583.33). 
If a subsidy of one half is paid, 7.92 residents can be subsidised during the year 
(R18 810/R2375.00) 
If a subsidy of two thirds is paid, 5.94 residents can be subsidised during the year 
(R18 810/R3166.67) 
 
Table 5.1  Subsidies payable from Option 1 
Option Number of 
residents 
Monthly 
contribution 
Annual 
income 
Monthly 
income 
Subsidy 
received 
Residents 
subsidised 
1/3 180 R100 225 720 18 810 1583.33 11.88 
½ 180 R100 225 720 18 810 2375.00 7.92 
2/3 180 R100 225 720 18 810 3166.67 5.94 
 
The disadvantages of this option include: 
a) According to the questionnaire that was distributed to the residents, the 
chance of 180 residents joining is slim.   
b) There is no back-up fund and the scheme could easily run into cash flow 
problems if 12 or more residents are cared for in Lyttelton at one time. 
 
5.2.2 Option 2  
 
Mr Gerrit Lambrechts, Director: Employee benefits/retirement and investments at 
Strydom Makelaars in George, was approached to design a frail care levy 
scheme that would make this fund self sustaining after a five year period.  He has 
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been in the industry for over 30 years and no similar product is available in the 
market. 
 
To develop a new product, the following assumptions were made: 
 
a) 100 residents will join the fund from day one. 
 
b) Frail care will be available to the residents from the day that they join the 
scheme. 
 
c) R100 000 is available from the RLR Frail Care Fund to create the initial fund. 
 
d) R100 000 will be deposited into this fund annually from profits made on the 
resale of life-rights at Bishopslea Village, Murray House, Presbyterian and 
Rendezvous Cottages or from donations received. 
 
e) 10 new residents will join the fund on a yearly basis.  The scheme will be 
compulsory for all new residents moving into the five complexes, and others 
that are not members of the fund, could decide to join.  The residents that are 
transferred to Lyttelton would have to continue contributing the R100 levy to 
the fund. 
 
Mr Lambrechts proposed that the R100 should be invested as follows: 
a) R75 per resident per month into a five-year policy. 
b) R25 per resident per month into a money market fund. 
 
a) Five-year policy 
The five-year policy will be used to build a capital fund over a five-year period.  
Table 5.2 indicates the income that can be derived on a monthly basis over a 
five-year period. 
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Table 5.2: Income derived from a five-year policy 
Year Contributions Income per month 
1 100 x R75  R 7 500  
2 110 x R81  R 8 910 
3 120 x R87.48 R10 497 
4 130 x R94.48 R12 282 
5 140 x R102.04 R14 285 
The R75 per resident per month will increase by 8 per cent on a yearly basis, and the number of 
residents will increase by 10 per year.   
 
If no withdrawals are made the policy will payout R802 500 at the end of the fifth 
year.  Withdrawals could be made only once during the five-year period if a cash 
flow problem occurs, and the withdrawal can be done as follows: 
 
Table 5.3: Possible single withdrawals from the five-year policy 
Year Amount 
1 R83 100 
2 R193 700 
3 R348 300 
4 R545 800 
Only one withdrawal is allowed during the five-year policy 
 
b) Money Market 
The balance of the R100 per month, namely R25 per month will be invested in a 
money market fund to boost the short-term cash flow.  The same assumptions 
used for the five-year policy will apply namely that ten new residents will join the 
fund and the annual increase of the premiums will be eight per cent.  The capital 
that will be generated on a yearly basis is: 
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Table 5.4: Income derived from the Money Market 
Year Contributions Income per month Income per year 
1 100 x R25.00 R2 500.00 R30 000.00 
2 110 x R27.81 R3 059.10 R36 709.20 
3 120 x R30.03 R3 604.18 R43 250.11 
4 130 x R32.43 R4 216.51 R50 598.13 
5 140 x R35.03 R4 904.24 R58 850.90 
The R25 per resident per month will increase by 8 per cent on a yearly basis, and the number of 
residents will increase by 10 per year.  No interest on investment has been taken into 
consideration. 
 
Payout from the frail care nursing fund to Lyttelton 
The calculations have been made based on six residents admitted to Lyttelton 
Care Centre in a general (4-bed) ward.  The fee is currently R4 750 per month 
per person.  If a subsidy of a third was payable, then the subsidised amount 
would be R1 583.33 per person.  For six residents, the total cost per month is             
R1 5813.33 x 6 = R9 499.98. 
 
Table 5.5:  Yearly increase of a general ward and the subsidy payable by the frail  
                   care nursing fund 
Year General ward Subsidy of one third Subsidy for six persons 
1 R4 750.00 R1 583.33 R  9 499.98 
2 R5 130.00 R1 710.00 R10 260.00 
3 R5 540.40 R1846.80 R11 080.80 
4 R5 983.63 R1 994.54 R11 967.26 
5 R6 462.56 R2 154.19 R12 925.12 
The fee for a general ward increases at eight per cent per year.  Six residents from the five 
complexes would require frail care to be subsidised. 
 
Using the R100 000 available from the RLR Frail Care Fund to subsidise the 
residents in Lyttelton would last for nearly 11 months (Table 5.5). The shortfall of 
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R10 683.42 would be paid from the funds in the money market investment fund 
available at the end of the year, leaving a surplus of R19 316.58 (R30 000 – 
R10683.42) at the end of the first year. 
 
In the second year, a new amount of R100 000 would be available for the frail 
care nursing levy from profits made on the sale of life-rights and the money 
market fund can be used to cover any short fall during that year. 
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Table 5.6:  Subsidy payout from the frail care nursing fund to Lyttelton Care  
                  Centre 
Year 1 Income available 
plus monthly 
interest 
Subsidy payout for six 
residents 
Balance Monthly Interest at 8 
per cent 
Jan R100 000.00 R9 499.98 R90 500.02 R603.33 
Feb R 91 103.35 R9 499.98 R81 603.37 R544.02 
Mar R 82 147.37 R9 499.98 R72 647.41 R484.32 
Apr R 73 131.73 R9 499.98 R63 631.75 R424.21 
May R 64 055.96 R9 499.98 R54 555.98 R363.71 
Jun R 54 919.69 R9 499.98 R45 419.71 R302.80 
Jul R 45 722.51 R9 499.98 R36 222.53 R241.48 
Aug R 36 464.01 R9 499.98 R26 964.03 R179.76 
Sept R 27 143.79 R9 499.98 R17 643.81 R117.63 
Oct R 17 761.44 R9 499.98 R8 261.46 R  55.08 
Nov R  8 316.54 R9 499.98 -R1 183.44    Nil 
Dec         Nil R9 499.98 -R10 683.42    Nil 
Year 2     
Jan R100 000 R10 260.00 R89 740.00 R598.27 
Feb R90 338.27 R10 260.00 R80 078.27 R533.86 
Mar R80 612,13 R10 260.00 R70 352.13 R469.01 
Apr R70 821.14 R10 260.00 R60 561.14 R403.74 
May R60 964.88 R10 260.00 R50 704.88 R338.03 
Jun R51 042.91 R10 260.00 R40 782.91 R271.89 
Jul R41 054.80 R10 260.00 R30 794.80 R205.30 
Aug R31 000.10 R10 260.00 R20 740.10 R138.27 
Sep R20 878.37 R10 260.00 R10 618.37 R 70.79 
Oct R10 689.16 R10 260.00 R     429.16 R   2.86 
Nov R     432.02 R10 260.00 -R9 827.98    Nil 
Dec       Nil R10 260.00 -R20 087.98    Nil  
Year 3     
Jan R100 000 R11 080.80 R88 919.20 R592.79 
Feb R89 511.99 R11 080.80 R78 431.19 R522.87 
Mar R78 954.06 R11 080.80 R67 873.26 R452.49 
Apr R68 325.75 R11 080.80 R57 244.95 R381.63 
May R57 626.58 R11 080.80 R46 545.78 R310.31 
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Jun R46 856.09 R11 080.80 R35 775.29 R238.50 
Jul R36 013.79 R11 080.80 R24 932.99 R166.22 
Aug R25 099.21 R11 080.80 R14 018.41 R 93.46 
Sep R14 111.87 R11 080.80  R  3 031.07 R20.21 
Oct R  3 051.28 R11 080.80 -R 8  029.52      Nil 
Nov       Nil R11 080.80 -R19 110.32      Nil 
Dec       Nil R11 080.80 -R30 191.12      Nil 
Year 4     
Jan R100 000 R11 967.26 R88 032.74 R586.88 
Feb R 88 619.62 R11 967.26 R76 652,36 R511.02 
Mar R 77 143.38 R11 967.26 R65 176.12 R434.51 
Apr R 65 610.63 R11 967.26 R53 643.37 R357.62 
May R 54 000.99 R11 967.26 R42 033.73 R280.22 
Jun R 42 313.95 R11 967.26 R30 346.69 R202.31 
Jul R 30 549.00 R11 967.26 R18 581.74 R123.88 
Aug R 18 705.62 R11 967.26 R 6 738.36 R  44.92 
Sep R  6 783.28 R11 967.26 -R5 183.98     Nil 
Oct     Nil R11 967.26 -R11 967.26     Nil 
Nov     Nil R11 967.26 -R29 118.50     Nil 
Dec     Nil R11 967.26 -R41 085.76     Nil 
Year 5     
Jan R100 000 R12 925.12 R87 074.88 R580.50 
Feb R 87 655.38 R12 925.12 R74 730.26 R498.20 
Mar R 75 228.46 R12 925.12 R62 303.34 R415.36 
Apr R62 718.70 R12 925.12 R49 793.58 R331.96 
May R50 125.54 R12 925.12 R37 200.42 R248.00 
Jun R37 448.42 R12 925.12 R24 523,30 R163.49 
Jul R24 686.79 R12 925.12 R11 761.67 R 78.41 
Aug R11 840.08 R12 925.12 -R1 085.04     Nil 
Sep     Nil R12 925.12 -R14 010.16     Nil 
Oct     Nil R12 925.12 -R26 935.28     Nil 
Nov     Nil R12 925.12 -R39 860.40     Nil 
Dec     Nil R12 925.12 -R52 785.52     Nil 
Interest was calculated at 8 per cent per year, and added to the capital amount on a monthly 
basis.  Every year a new capital amount of R100 000 is available. 
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The shortfall of every year is covered by the income derived from the monthly 
contribution of R25 per resident to the Money Market Fund.  The monthly 
contribution could be used if more than six residents are admitted to Lyttelton 
Care Centre at one time. 
 
Table 5.7: Yearly shortfall in payout of subsidy compared to income in Money  
       Market 
Year Subsidy shortfall Income from Money Market Balance for year 
1 -R10 683.42 R30 000.00 R19 316.58 
2 -R20 087.98 R36 709.20 R16 621.22 
3 -R30 191.12 R43 250.11 R13 058.99 
4 -R41 085.76 R50 598.13 R  9 512.37 
5 -R52 785.52 R58 850.90 R  6 065.38 
No interest was calculated on the unused portion of the Money Market funds. 
 
The unused yearly portion remains in the money market and will attract further 
interest.   
 
The objective of this investment is not to solve this problem over the short-term, 
but to extend it over a longer period of five years.  This should ensure that a cash 
flow can be obtained that can put the frail care scheme on a sound basis. 
 
5.3 CONCLUSION 
 
The options available differ as the first option could easily run into cash-flow 
problems if too few residents decide to join the fund.  No provision is made for 
additional funds for use in an emergency.   
 
The second option is attractive because it will create a fund that after five years 
will have grown to over R800 000.  The disadvantage is the need to obtain an 
additional R100 000 each year.  Bequests that have been promised to Lyttelton 
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Care Centre with the proviso that these should be used for the benefit of the 
elderly and frail.  These bequests could further strengthen the fund. 
 
The ultimate goal is to build a fund strong enough to offer members a subsidy of 
greater than one third of the general ward fee. 
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CHAPTER 6 
 
CONCLUSIONS AND RECOMMENDATIONS 
 
6.1  INTRODUCTION 
 
In this final chapter the main and sub-problems of this research will be resolved 
through the recommendations made, which are based on the findings of the 
research disclosed in chapter five.  Problems and limitations encountered during 
the research will be described and lastly, opportunities for further research and 
suggestions for the application of the findings will be presented. 
 
6.2  RESOLUTION OF THE MAIN PROBLEM 
 
The main problem posed in this research was: 
 
Can a financial plan be developed to cover the increasing cost of frail care 
in South African retirement villages? 
 
In order to develop a strategy to conduct the research in a systematic manner, 
the following sub-problems were identified which need to be resolved in order to 
resolve the main problem: 
 
a) Will residents be able to afford to pay an additional monthly amount 
towards frail care cost insurance? 
 
b) Is it possible for retirement villages to keep up with spiralling costs of frail 
care? 
 
c) Can frail care be sustained over the long-term? 
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The above-mentioned sub-problems were dealt with as follows in the preceding 
chapters: 
 
a) The questionnaire that was sent to the residents included a question to 
determine their monthly incomes.  More than 75 per cent of the residents 
receive more that R2 000 per month.  These residents should be able to 
afford the levy of R100 per month.  The different management bodies 
could be approached to subsidise residents who cannot afford the extra 
expense.   
 
b) The monthly levies will increase by the same percentage as the increase 
in the cost of frail care.  This together with the Lyttelton Frail Care Centre 
developing a yearly budget to contain costs, should keep the frail care 
scheme in a sound financial position. 
 
c) The financial plan (second option) has been developed to built a fund that 
would be available after every five year period.  Irregular donations from 
estates could be added to this fund, and that could lead to financial 
independance. 
 
6.3  PROBLEMS AND LIMITATIONS 
 
No major problems were encountered in the research.   It should be pointed out 
that the residents of the complexes have a wide range of income levels.  The 
residents of Bishopslea Village, Murray House, Presbyterian Cottages and 
Rendezvous Cottages buy their units on a life-right basis.  The residents of the 
RLR live off their income from pensions or investments and a high percentage 
are from the lower income bracket.   The frail care nursing levy can therefore not 
be made compulsory. 
 
 
 64
6.4   RECOMMENDATIONS 
 
The overall objective of this study is to undertake a critical evaluation to 
determine whether a financial plan can be developed to partly cover the cost of 
frail care in a retirement village in South Africa and to determine whether frail 
care can be sustained over the long-term.  To achieve this objective, literature 
was consulted to identify theoretical guidelines from other frail care nursing 
schemes.  The South African Government’s planning of frail care indicated that 
home-based care would be the preferred option and that institutionalised frail 
care would only be available to people who could afford private rates. The 
current situation in the Southern Cape was then assessed in an empirical study 
and lastly, a financial plan was formulated in order to make frail care more 
affordable to a wider group of residents from the five complexes in question. 
 
From the respondents’ opinions, it can be concluded that there is an interest in 
joining a frail care nursing levy scheme, but that a lack of income could be a 
deterent.  Other residents believe that they have sufficient funds available to pay 
for themselves should they require frail care, but that can be seen as a sense of 
false security as can be seen from Table 2.6:  Financial consequences of long-
term care expenses for a couple with $500 000 in assets (Section 2.5.3).   
 
In an environment where people live and stay healthier for a longer period of 
time, they may not have sufficient income by the time they become frail and this 
could become a major financial burden to the themselves, their family or the 
complex where they reside.  
 
It is therefore recommended that a frail care nursing levy be implemented as 
soon as possible, with specific attention being given to the following: 
 
a) It must be compulsory for any new resident buying into the complexes, or 
renting a flat at the RLR complex to join the frail care fund.  The different 
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management structures from the three developments, Bishopslea, George 
Service Clubs Utility Co, and Presbyterian Cottages, should urge their 
current residents to join the fund and explain that it would be in their own 
interest to ensure that they receive proper care should it be required.  
Alzheimer’s could mean admittance to a frail care unit for a period of five 
years or longer.  The frail care nursing levy could partially subsidise the 
cost.   
 
b) The management of the three developments should be persuaded to 
contribute more than R100 000 per year to the fund, as required under 
option 2.  This could lead to a greater subsidy for the same monthly 
contribution.  For example, instead of subsidising one third of the monthly 
cost for an initial R100 contribution per month, the subsidy could perhaps 
be half of the monthly cost for the initial R100 contribution per month. 
 
c) A contract be drawn up as soon as possible to set out all the rules and 
regulations to the residents.  The managements of the complexes be 
informed at meetings how the frail care nursing levy would be 
implemented and that they be required to report back to their respective 
residents. 
 
d) An attitude change amongst some individuals is required.  Individuals 
must realise that the success associated with this financial plan lies within 
themselves and with the necessary support this could make a significant 
contribution towards their own peace of mind regarding the possible need 
for frail care.  
 
6.5  OPPORTUNITIES FOR FURTHER RESEARCH 
 
It is anticipated that this study will provide a basis for further research.  The 
successful implementation of a financial plan to cover the cost of frail care at 
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different retirement villages is envisaged over the long-term.  This study could be 
used to initiate a frail care nursing levy for the South African retirement village 
industry as a whole.  With the first baby boomers reaching retirement age in four 
years time caring for the elderly and frail will become a study area of greater 
importance. 
 
6.6  CONCLUDING REMARKS 
 
The purpose of the research was to determine whether a financial plan could be 
developed to cover the cost of frail care in a retirement village in South Africa.  In 
attempting to resolve the sub-problems, a model for a financial plan was 
developed.  It can therefore be anticipated that by implementing the financial plan 
it will be possible to cover some of the cost of frail care.   
 
The need for a financial plan is now greater than ever before and the need exists 
for the implementation thereof.  This should lead to a greater peace of mind for 
the residents knowing that some of their frail care costs would be catered for. 
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 A-1
 
     ANNEXURE A 
2002-10-31 
Dear Resident 
The George Service Clubs Utility Co is considering introducing a frail care 
nursing levy to help cover the cost of frail care.  This would be payable on a 
monthly basis and would subsidise the insured party if and when frail care is 
needed. 
 
Three options are under consideration: 
Option 1:  R100 per month entitles the insured party to an one third subsidy of 
the fee of a 4-bed ward at Lyttelton from the investment fund. 
 
Option 2:  R150 per month entitles the insured party to a 50 per cent subsidy of 
the fee of a 4-bed ward at Lyttelton from the investment fund. 
 
Option 3:  R200 per month entitles the insured party to a two third subsidy of the 
fee of a 4-bed ward at Lyttelton from the investment fund. 
 
The monthly contribution will increase on the 1st August of every year at a rate 
based on the rate by which the charges at Lyttelton Frail and Hospicare have 
increased during the foregoing twelve months. 
 
Please complete the attached questionnaire by Monday 4th November 2002 and 
return it to the office closest to you.  Please be assured that you would not be 
bound in any way by your answers, as you will remain anonymous.  
 
A box for the completed questionnaires will be available (as indicated below).  
Please assist us by indicating next to your name on the box that you have 
returned the questionnaire. 
 
RLR:      hand in at the office (Dawn Logue) 
Murray House:   hand in at the office (Erika Brink) 
Rendezvous Cottages: hand in at the dining room (Sonja Searle) 
Bishopslea Cottages: hand in at the service centre (Glynnis Cairncross) 
Presbyterian Cottages: hand in to Sr Lenie Coetzer or Sr Jossie Crous 
 
Friendly greetings 
 
 
 
Erika Brink 
General Manager 
044 874 7494 
 A-2
QUESTIONNAIRE 
PROPOSED FRAIL CARE NURSING LEVY SCHEME 
 
1. In which complex do you reside?: 
 
RLR Murray House Rendezvous Bishopslea Presbyterian 
     
 
2. Income per month (include pension, interest, dividends, and any other 
income including assistance from family): 
 
0-1000 1001-1500 1501-2000 2001-3000 3000-5000 5000 + 
      
 
3. Medical aid: 
a) Do you belong to a medical aid?:             Yes/No 
b) Will your medical aid pay for: 
(1) frail care?:          Yes/No 
(2) step-down (convalescent) care?:     Yes/No 
c) Are you making monthly contributions to the medical aid  
      scheme from your monthly income?           Yes/No 
 
4. Frail care nursing levy: 
Which option of the frail care nursing levy would you select: 
a) option 1 = R100 per month (initial contribution) 
b) option 2 = R150 per month (initial contribution) 
c) option 3 = R200 per month (initial contribution) 
d) no option = not interested 
Option 1 Option 2 Option 3 No option 
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ANNEXURE B 
 
QUESTIONNAIRE 
 
COST OF FRAIL CARE IN THE SOUTHERN CAPE 
 
1.  Is there a frail care unit at your complex? 
 
2. What is your fee structure for non-residents of your complex? 
Private ……………………………… 
Semi    ……………………………… 
General/4 bed …………………….. 
 
3. What is your fee structure for residents? 
 
4. Do you subsidise your residents if they cannot afford frail care? 
 
5. If you subsidise, what is your fee structure? 
